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loan basis. No guaranty shall be effec-
tive until issuance of a guaranty cer-
tificate by the Commissioner and re-
ceipt of the guaranty premium from
the lender. A guaranty certificate shall
be issued only when, in the judgment of
the Commissioner, there is a reason-
able prospect of repayment of the loan.

§ 103.12 Insured loans.
(a) Eligible lenders, as prescribed in

§ 103.9, and tribes making loans from
their own funds to other tribes or In-
dian organizations, may make insured
loans, except those excluded in § 103.10
pursuant to the provisions of an insur-
ance agreement entered into between
the Commissioner and the lender. In-
surance agreements may be entered
into by the Commissioner and eligible
lenders which will authorize the lend-
ers to make insured loans to eligible
applicants without the Commissioner’s
approval of each individual loan. Sepa-
rate insurance agreements will be
issued by the Commissioner for those
loans which require the issuance of in-
dividual insurance agreements.

(b) Lenders will make loans only
when there is a reasonable prospect of
repayment. The insurance on any loan
made under the provisions of an insur-
ance agreement will not be effective
until receipt of the insurance premium
by the Commissioner.

§ 103.13 Amount of guaranty.
(a) The percentage of a loan that is

guaranteed shall be the minimum nec-
essary to obtain financing for an appli-
cant, but may not exceed 90 percent of
the unpaid principal and interest. The
liability under the guaranty shall in-
crease or decrease pro rata with an in-
crease or decrease in the unpaid por-
tion of the principal amount of the ob-
ligation. No loan to an individual In-
dian, partnership, or other non-tribal
organization may be guaranteed for an
unpaid principal amount in excess of
$500,000 or such maximum amount pro-
vided in any amendments to the Indian
Financing Act of 1974.

(b) Applications of minors as deter-
mined by applicable state and federal
law, may not be approved unless the
natural parents or legal guardians,
with reputations as being responsible
individuals, co-sign the promissory

note(s) and securing document(s). Not
more than one guaranteed loan may be
in effect with the same borrower at any
time without the prior approval of the
Commissioner.

[40 FR 12492, Mar. 19, 1975. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 54 FR
34975, Aug. 23, 1989; 57 FR 46473, Oct. 8, 1992]

§ 103.14 Amount of insurance.

(a) The insurance provisions will
apply to loans made by a particular
lender under the terms of an insurance
agreement entered into between the
Commissioner and the lender. The in-
surance procedure will be used pri-
marily for loans to finance small eco-
nomic enterprises and secondarily for
housing. A lender may be reimbursed
for a loss on a particular loan in an
amount not to exceed 90 percent of the
loss on principal and unpaid accrued
interest on the loan. However, the
total reimbursement to a lender for
losses may not exceed 15 percent of the
aggregate of insured loans made by it.

(b) Loans for any amount made by
tribes from their own funds to other
tribes or Indian organizations will not
be insured without the prior approval
of the Commissioner. No loan to fi-
nance an economic enterprise with a
principal amount in excess of $50,000
shall be insured without the prior ap-
proval of the Commissioner. No loan to
an individual Indian may be insured
which would cause the total unpaid
principal amount to exceed $100,000.
Any loan to an individual Indian hav-
ing a principal amount in excess of
$50,000 will require prior approval of
the Commissioner. No loan to an indi-
vidual with a principal amount of less
than $2,500 or for a term of less than
one year may be insured. No loan to a
tribe or Indian organization for a prin-
cipal amount of less than $10,000 for a
term of less than one year may be in-
sured. An exception may be made to
these limitations on amounts and time,
if approved by the Commissioner.

(c) Applications of minors may not be
approved unless the natural parents or
legal guardians, with reputations as
being responsible individuals, co-sign
the promissory note(s) and securing
documents. Not more than one insured
loan may be in effect with the same
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borrower at any time without the prior
approval of the Commissioner.

§ 103.15 Applications for loan guaran-
ties or insurance.

(a) Applicants for loans will deal di-
rectly with lenders for both guaranteed
and insured loans. The form of loan ap-
plications will be determined by the
lender. The application for a loan guar-
anty or insurance, or attachments
thereto, must include or show the fol-
lowing:

(1) The name and address of the bor-
rower with the tax identification num-
ber if the borrower is a business entity
or the social security number if an in-
dividual;

(2) A statement signed by the bor-
rower that the borrower is not delin-
quent with any Federal tax or other
obligations;

(3) The plan of operation for the eco-
nomic enterprise including an identi-
fied target market for the goods or
services being offered;

(4) Purpose(s) and the amount of the
loan;

(5) Security to be given which shall
be itemized with valuations of such
collateral and the method used to
value the collateral, the date of such
valuation, who performed the valu-
ation, and the creditor priority posi-
tions;

(6) Hazard and liability insurance to
be carried;

(7) Interest rate;
(8) Repayment schedule;
(9) Repayment source(s);
(10) How title to the property to be

purchased with the loan will be taken;
(11) Current financial statements of

the loan applicant;
(12) Description and dollar value of

the equity or personal investment to be
made by the applicant;

(13) Charges pursuant to § 103.44;
(14) Pro forma balance sheets, oper-

ating statements and cash flow state-
ments for at least three years;

(15) Balance sheets and operating
statements for the two preceding
years, or applicable period thereof if al-
ready in operation;

(16) The lender’s evaluation of the
economic feasibility of the enterprise
and internal credit memorandum; and

(17) A current credit bureau report on
the borrower.

Applications will also show the per-
centage of guaranty requested.

(b) Reasonable assurance of repay-
ment will be considered to exist:

(1) In the case of individuals, where
past operations and future prospects of
the applicant’s operations demonstrate
ability to repay the loan from produc-
tion, earnings, or other assets. Full
consideration will be given to the ap-
plicant’s managerial ability and expe-
rience.

(2) In the case of tribes and Indian or-
ganizations, where past operations or
future plans of operations indicate that
the economic enterprise for which fi-
nancing is requested is economically
sound. Full consideration will be given
to arrangements for efficient manage-
ment of the economic enterprise for
which financing is requested.

(c) The Commissioner may review ap-
plications for guaranteed loans individ-
ually and independently from the lend-
ing institution.

[40 FR 12492, Mar. 19, 1975. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 54 FR
34975, Aug. 23, 1989; 57 FR 46473, Oct. 8, 1992]

§ 103.16 Loan otherwise available.

If the information in an application
for a guaranteed or insured loan indi-
cates that the applicant may obtain
the loan without a guaranty or insur-
ance, the Commissioner may deny the
request for a guaranty or insurance.

[57 FR 46473, Oct. 8, 1992]

§ 103.17 Refinancing.

(a) Applications for loans to refi-
nance indebtedness will be approved
only if justified and required due to the
applicant’s financial position and if
clearly to the advantage of the appli-
cant. Applications to refinance loans to
an economic enterprise will be accom-
panied by financial and cash flow state-
ments required in § 103.15(a) (1) through
(17). A guaranty of a loan to refinance
existing indebtedness will be consid-
ered only if the loan will result in a
significantly lower lender’s interest
rate to the borrower, or provide a sub-
stantially longer term for repayment
of the loan, or decrease the loan-to-
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